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The food industry, which has been revolutionized in
the past 35 years, may have moved so fast that it has
outpaced itself. Certainly, many of its present problems
are a result of its past headlong pace —

FOOD: ITS PAST VICTORIES,
ITS CURRENT PROBLEMS
by Robert M. Smith

Editor

cartoon in The New
Yorker showed a distraught
man in a chefs hat weeping bit
terly in the kitchen of a large and
obviously expensive restaurant. A
bewildered waiter was asking one
of the assistant cooks what was
wrong. The reply:
“The only compliment he got to
day was on his instant mashed
potatoes.”
The situation depicted—which
would only have drawn a blank
stare from a reader as recently as
1935—would be instantly recog
nized today. Indeed, the very young
would not see the humor in the
cartoon at all; to them there would
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be nothing incongruous in being
complimented only on the instant
mashed potatoes. What other kind
are there?
The cartoon dramatizes the rev
olutionary changes that have char
acterized the food industry, the
nation’s largest, in less than 40
years—changes that have moved it
from primarily a distribution pro
cess to primarily a manufacturing
and marketing process. Distribution
is still vital, of course, but it is
definitely subsidiary to the other
two functions today.
The reasons for the change, of
course, are complicated but put in
their simplest terms they could be

summed up in these four phrases:
Supermarkets
Suburbs
Sales
Quick freezing.
The history of this largest of
American industries, which had
been relatively quiescent from co
lonial times until World War II,
thus has changed directions ab
ruptly in the 30 years since. As
such it has mixed new techniques
and old rule-of-thumb principles in
a strange melange of methods
within the industry as a whole and
often within a given company in
the industry.
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And the products are perishable; they must be sold . . .

As an industry it has some qual
ities peculiar to itself. There are
giant production facilities manufac
turing great quantities of a few
products which must then be fil
tered through a distribution system
to a consumer who buys only one
or two units of these products at
a time but must be offered a tre
mendous variety of them. And the
products are perishable; they must
be sold within a certain time period
or they are useless.
Problems posed

All of this poses tremendous
problems for the three major seg
ments of the industry—manufactur
ing, distribution, and retailing.
They arise because of the very
fundamental changes that occurred
with the rise of the supermarkets
in the mid-30s. Supermarkets, al
most from their inception, demon
strated one thing: The average
shopper, faced with goods on
shelves which she could select her
self, tended to buy a great deal
more food than she would in a
service store where she had to ask
the clerk for each item she wanted.
Before the rise of the first super
markets, which were individually
owned operations, the chain stores
and the individually owned gro
ceries and butcher shops and pro
duce stores had dominated the mar
ket; the chain store units were
definitely in the ascendency.
The supermarkets, housed orig
inally in the cheapest possible
premises (abandoned garages or
loft buildings with old boxes serv
ing as display counters), changed
all that. The very poverty of their
environment and furnishings served
to underline their appeal—lower
prices. It was a shrewd marketing
device for a period when the coun
try was still deep in the Depres
sion and each shopper felt that
every penny in her budget was to
34

be spent as carefully as possible.
To allay any fears the customer
might have about the quality of the
food sold, the early supermarkets
had one common characteristic;
they carried only well-known name
brands. The fact that the customer,
even buying at lower unit prices,
was apt to end with a total food
bill higher than she would at a full
service store was an unexpected
dividend—for the supermarkets and
for the manufacturers.
As the nation moved from the
Depression into the war years, the
picture changed again. People were
more rushed and the idea of doing
all one’s food shopping at one lo
cation rather than going to a gro
cery store for canned and packaged
goods, another for fresh produce,
a third for meat became more ap
pealing than ever. And as the De
pression was ending, people could
spend more than they had in the
early days of the supermarkets. The
traditional processed foods, canned
goods with well-known brand
names, were feeding the military.
It represented a golden opportunity
for the manufacturer and a solution
for the shopper. With so many fa
miliar foods and brands so often
unavailable she could pick her sub
stitute choices from open shelves
at her leisure rather than make a
hasty decision while an impatient
and overworked store clerk waited
for her order.
By the end of the war, it was
perfectly clear that the supermar
kets were going to dominate the
retailing end of the food picture.
The chains saw the handwriting on
the wall and began closing their
smaller outlets and opening super
markets themselves. The individual
Ma and Pa operation, the inde
pendent store which had once been
the major retail outlet, all but
vanished.
But at the same time in these
years something new was added to

the brew. Home refrigerators had
been around for a long time. It was
possible to freeze food that the cus
tomer could store at home. It only
required devices that could keep
frozen food at the right tempera
ture level in the retail outlet with
out sacrificing the open display
principle that was so large a part
of the supermarket’s appeal. The
refrigeration industry was not slow
in seeing the opportunities, and
hastened to supply the need, first
with deep cabinets in which the
customer had to root more or less
blindfold, and then with the open
refrigerated cabinet on which fro
zen foods could be displayed just
like canned or packaged goods.
But the display units brought a
new factor into the complicated
food situation. Many foods had, of
course, been “processed” for years.
Any canned staple or any frozen
vegetable is processed. But now a
new novel development came along
—the “convenience food” in the
euphemistic term of the market
place, or the “prefabricated food”
in the far more cynical phrase used
within the trade.
Packaging and shelf space

Prefabricated foods — combina
tions of ingredients prepackaged in
a well-designed container—soon
took over larger and larger amounts
of shelf space in the supermarkets,
which themselves had become glit
tering display cases for the goods
they sold. The package became just
as important as the contents—and
sometimes even more so. And the
price naturally went up, with most
of the lion’s share going to the man
ufacturers, the people who had pre
fabricated the food.
But meantime the supermarkets
had not been idle. As the nation
started its long trek to the suburbs,
with its consequent dependence on
automobiles, as home freezing ca-
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. . . within a certain time period or they are useless

pacity became greater, the average
shopper’s purchases grew. The su
permarkets, which had started in
low rent premises in city neighbor
hoods, with bare tables for dis
plays and practically no services,
began to duplicate many of the
peripheral services that small stores
had supplied in the ’20s. Checks
could be cashed again. In affluent
urban neighborhoods, where there
was no parking space, the city
housewife, like her suburban coun
terpart, could get by with shopping
only twice or so per week. The
store would deliver her purchases.
But supermarkets remained true
to their tradition by having very
low markups on their goods. Super
markets have always gained their
profits by sheer volume of trade.
The King Kullen supermarket in
Jamaica, New York, generally con
sidered to be the prototype of the
modern supermarket, had a very
simple plan of financial operations.
Of 1,100 items stocked it would sell
300 at cost, 200 at five per cent
above cost, 300 at 15 per cent
above cost, and 300 at 20 per cent
above cost. The percentages have
changed, of course, but the prin
ciple still exists. Supermarkets live
because of their high traffic, not
because of their profit margin. (As
a matter of fact, one Eastern chain,
Pathmark, has just embarked on a
policy of keeping all its stores open
24 hours a day, to catch the night
workers, or the shopper who can
leave her children with her hus
band during the evening but can’t
get babysitters during the day.
Every additional customer repre
sents additional profit. Other East
ern chains think the Pathmark ac
tion is too radical but are seriously
considering keeping their own out
lets open from seven a.m. until
midnight each day.)
Although the profit per sale is
very low in supermarkets, the profit
on total amount invested has al
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ways been quite respectable. But
it has been shrinking as competi
tion has increased and store labor
costs have gone up until it now
stands at only 0.2 per cent of sales.
A&P, the nation’s largest chain, ac
tually lost money during the third
and fourth quarter of last year.
Pressure on manufacturers

All of this has, of course, put
pressure on the manufacturers to
set their prices as low as possible
for the large chains and to simul
taneously promote their own prod
ucts as vigorously as possible. Yet
all the promotion and advertising
in the world will do no good if the
product isn’t stocked by the store
and isn’t prominently displayed in
the store. The situation has become
so extreme that some manufacturers
make identical foods under differ
ent trade names just to ensure good
shelf space for their products. If a
customer doesn’t like Cereal A, he
might be tempted to try Cereal B,
which is actually identical to A,
but which may have a package or
a name more appealing to the cus
tomer. Either way, the producing
company gets the sale.
Unless, of course, the store wants
its own brand name on the goods.
Here the manufacturer can expect
a slight profit on his goods but
nothing like the margin he can get
under his own name. Yet he’s in no
position to refuse to pack under the
chain’s label. There are approxi
mately 35,000 food processors in
the country. A large chain can al
ways find some processor to pack
its merchandise. And there goes the
first manufacturer’s sales to the
chain of his own label. Or if he
promotes and advertises so heavily
that a chain simply cannot afford
not to carry his brand, there goes
his favored shelf position.
So, no matter how vigorously
they deny it, most manufacturers

also produce private brand labels
for their customers. As a matter of
fact, some manufacturers produce
food for other manufacturers. One
of the most revealing aspects of the
Bon Vivant botulism case was the
number of major manufacturers for
whom Bon Vivant produced canned
foods, all of whom were named in
the news stories that followed the
botulism death that resulted from
a can of Bon Vivant vichysoisse.
Thus a processor whose line is
weak in some areas—canned soups
for instance—may find it simpler to
pay another processor who is strong
in that area to produce soups for
him under the first manufacturer’s
label rather than set up his own
production facilities. This is so
common in the industry that one
food broker in the Mid-Atlantic
area says that he seldom receives
goods, even though they are all
under one national name, from the
same source twice.
The Bon Vivant case illustrates
another problem the food industry
is faced with for the first time since
1906, consumerism. In 1906, follow
ing the publication of The Jungle
by Upton Sinclair, public reaction
to the food industry practices de
scribed forced passage of the Pure
Food and Drug Act and focused
attention on the Division of Chem
istry of the Department of Agricul
ture—the “poison committee,” the
forerunner of the Food and Drug
Administration. Once again, public
reaction to a recent flood of con
sumerist books and stories is forc
ing a much-heightened interest in
the Food and Drug Administration
—what it does and how vigorously
it does it. The books, Food Pollu
tion, The Chemical Feast, The
Great American Food Hoax, are
uniformly critical of the Food and
Drug Administration, and of the
Department of Agriculture. Though
there is undoubtedly a large amount
of hysteria betrayed by the authors
35

All in all, the American
purchaser, who only a few

years ago shopped for food

in the supreme confidence
that the Government guaran

teed its quality, has deep
and continuing reasons for
cynicism.
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(one customarily refers to food com
pany researchers as “the mad scien
tists”), there is a core of validity
to their criticisms. Nor has the Food
and Drug Administration gained
much public confidence by its re
cent admission that it has per
missible levels of filth for food
products. The filth allowable in
cludes rodent hairs, bits of insects,
and other extraneous matter. This
permissible level was made even
more suspect when a General Ac
counting Office team sampling food
processing plants across the country
reported to Congress that a full 40
per cent of those sampled operated
under unsanitary conditions, and
charged Food and Drug with fail
ure to follow up on frequent com
plaints, or of making such inade
quate investigations that it failed
to discover “rodent and insect-in
fested raw materials, live insects in
raw materials, numerous roaches,
equipment that had not been
cleaned” (The New York Times,
May 10, 1972, p. 35). The GAO
recommended that Congress con
sider the adequacy of the FDA
with the funds it now has, and
promised continuing studies of the
agency’s effectiveness.
So it appears that maximum per
missible limits of filth may be met
far more often in the breach than
in the observance.
All in all, the American purchas
er, who only a few years ago
shopped for food in the supreme
confidence that the Government
guaranteed its quality, has deep
and continuing reasons for cyni
cism. The Department of Agricul
ture, which attests to the quality
and quantity of the actual food
materials going into foods (as con
trasted with manufacturing controls
and additives, has long been thought
to be far more solicitous of agricul
tural interests than of consumers’.
The Food and Drug Administration
is now deeply suspect of being more
concerned with the interests of the
processors it is supposed to reg
ulate than the health of the con
sumers it is supposed to protect.
And in this election year the ex
perienced citizen will not be sur

prised to find many more evidences
of this kind of Government short
coming. Anything the opposition
can discover to embarrass any Gov
ernment department is apt to be
fully aired. And, if anything, the
Nixon Administration is most
deeply vulnerable on the domestic
front, and is widely suspect of fa
voring business over private con
cerns. The track record of the Food
and Drug Administration is not
something the Democrats are
likely to overlook in the coming
campaign.
The Food and Drug Administra
tion, for example, has had to re
verse itself in a number of cases
recently, the most notorious being
the use of the drug cyclamate in a
number of soft drinks advertised as
non-fattening.
The Delaney clause

There is one Federal law con
cerning the use of chemicals or
drugs in foods that is explicit and
simple, the Delaney clause incor
porated in the Food Additive
Amendment of 1958. This prohibits
the use of any food additive that
can be shown by scientific testing
“to induce cancer in man or ani
mals.” This was specific enough cer
tainly and cyclamates had been
shown to induce cancers in labora
tory rats. The only trouble is that
the tests were made in 1969 and
cyclamates had been listed on the
Food and Drug Administration’s
“generally recognized as safe”
(GRAS) list for food additives since
the 1950s.
Cyclamates, which were tested
first by a Midwestern university and
later, after the university reports,
by the manufacturer, a drug com
pany, tested positively as a carcin
ogen in both cases. However, the
Food and Drug Administration first
banned its use as an additive, then
ruled that it might be used in food if
the food were labeled as a drug.
The food manufacturers using the
additive relabeled their products as
drugs but then Food and Drug re
versed itself again and banned cy
clamates altogether. The processors
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claimed that they had lost over
$15,000,000 in the entire process in
unusable inventory of cyclamates
and products containing cyclamates,
in relabeling their products with
the drug designation, and in with
drawing them finally from the
stores where they had been
shipped. They pointed out that they
had been relying all along on the
GRAS list and that, therefore, the
Government was responsible for
their losses. Now in Congress is a
bill that would indemnify the man
ufacturers for their financial losses.
The difficulty here is in the
GRAS list itself. Authorized under
the Food Additive Amendment of
1958, it was compiled by FDA by
a survey rather than a scientific
technique. Several hundred food
people and nutrition experts were
asked to rate a list of several hun
dred food additives that by then
were in fairly common use. Since
most of these had never been tested
or at best rather casually tested by
the manufacturers using them, and
since most of the experts polled
were either employed in the food
industry or closely connected with
it, the results were predictable.
Now, however, after the cycla
mate uproar and reports of heavy
use of monosodium glutamate in
baby foods (MSG was subse
quently voluntarily relinquished by
the major baby food manufactur
ers), a large portion of the GRAS
list is under review for the first
time. No one really knows what
the results may be. But anything
comparable to the cyclamate up
roar could hurt the food processors
badly.
Some food processors are already
beginning to hedge their bets on
the additive question, and they
are not all obscure health food
manufacturers by a long shot. Two
of the major baking companies in
the Northeast, Arnold and Pepper
idge Farm, now market breads that
list all their ingredients and pro
claim proudly that each of them is
natural in origin. One beer man
ufacturer, Rheingold, lists all its in
gredients, asserts they are all nat
ural, and challenges the drinker to
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compare them with the ingredients
used in his beer. Jones Dairy Farm
now provides sausages with no “un
natural preservatives” and even
Beech-Nut Baby Foods, which only
a few years ago was deeply in
volved in the addition of MSG to
baby foods, now makes it a point
in its print and television advertis
ing to point out that it uses nothing
but natural ingredients, and that it
never would think of adding MSG.
So the industry—particularly the
manufacturers—may be in for rough
sledding ahead. The pressure from
supermarkets to prepare carmed
goods and frozen goods under the
stores’ own names, the possibility
of heightened Government action
against the use of drugs as addi
tives or preservatives (already hun
dreds of substances on the GRAS
list are under investigation), all
pose potential problems for the
manufacturers. And they are pos
sibly going to be caught in a bad
cost squeeze simply because of
their size. Innovations are expensive
to produce and market on a na
tional scale. Yet they must be in
troduced continually if a company
is to remain prosperous and com
petitive. The only solution—and the
most obvious one—would be to in
vent and introduce new “conve
nience foods” on which higher
prices could be charged. But it is
precisely these foods that depend
most heavily on the use of addi
tives, which are themselves in
danger from Government action
now that the FDA is under contin
uing investigation, the GRAS list is
being reviewed, and Ralph Nader
is on the warpath.
Add to all this the very real wor
ries about public health posed by
processed foods—which have to be
handled by many more workers
and go through a much longer dis
tribution line than was true 30 or
40 years ago, creating problems of
cleanliness, of preservation, even of
proper storage and refrigeration in
the retail outlet, and one can un
derstand the endemic cry of the
entire industry:
“You can never predict anything
in the food industry.”

Some food processors are
already beginning to hedge
their bets on the additive

question, and they are not

all obscure health food
manufacturers by a long shot.
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